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IN THE MATTER OF THE PETITION OF )
PUBLIC SERVICE ELECTRIC AND GAS COMPANY'S
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AUTHORITY FOR THE ENERGY INFORMATION ) ON MOTION FOR CERTAIN
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CERTAIN CUSTOMERS
ASSOCIATED WITH THE
TIME OF USE PILOT
PROGRAM

DOCKET NO. EO04060395

(SERVICE LIST ATTACHED)

BY THE BOARD

BACKGROUND

v

On February 2, 2006, Public Service Electric and Gas Company (‘PSE&G” or “the Company)
filed a Motion with the Board of Public Utilities (‘Board”) to modify its tariff pages for the
myPower Manager segment of its Energy Information and Control Network Pilot Program
(“EICN") by introducing two adjustment factors to the day ahead hourly rates that were originally
approved by the Board in this docket on August 1, 2005. The Division of the Ratepayer
Advocate (“RPA”) and the Staff of the Board of Public Utilities (“Board Staff” or “Staff”) opposed
the Company’s motion and separately provided the Board with their respective positions. In
recognition that this is a pilot program, rather than fully disposing of the motion at the Board's
April 12, 2006 Agenda meeting, the Board issued an oral decision conditionally adopting Staff’s
recommendations, but expressing a preference for Staff to continue working with the Company
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and the RPA (collectively, “the parties”) to gain consensus on an appropriate modification of the
myPower Manager segment for further consideration by the Board. Subsequently, after further
discussions, the parties agreed on an appropriate modification. The Board considered the
consensus modification at its April 26, 2006 Agenda Meeting. This Order will address the
modification.

PROCEDURAL HISTORY

By letter dated June 1, 2004, PSE&G requested that the Board authorize approval of, and
deferred accounting treatment for, a proposed pilot program that would study the benefits of
employing new technology in several areas of its customer operations and delivery service. The
stated purpose of the pilot proposal was to create opportunities to derive alternative ways for
managing energy usage.

The Company’s originali pilot proposal, entitled the Energy Information and Control Network
(“EICN") contained five separate program segments to be offered concurrently to residential and
small commercial customers. Each program segment included a combination of interval
metering equipment and other new technologies that would allow greater customer control over
energy management and household decision-making related to energy use. Each program
segment was to run approximately 12 to 18 months and was to be evaluated thereafter, to
determine whether its continuation and possible expansion would be beneficial to the customers
and the Company. Customer participation in the pilot would be strictly voluntary.

The estimated cost for the five program segments totaled approximately $4.6 million. By letter
dated July 15, 2004, the Company withdrew its request for approval of two of the five segments
of the original EICN proposal: the service collar segment and the prepayment segment. The
withdrawals of these two segments reduced the estimated cost of the EICN pilot proposal to
approximately $3.77 million. The three remaining program segments for which approval and
deferred‘accounting were sought were: _

(1) a Time of Use (“TOU") pricing program;
(2) a load management program; and
(3) a full technology demand response program.

On August 24, 2004, the Board issued an Order in this docket approving the three program
segments of PSE&G's proposed EICN and authorizing deferred accounting treatment for the
actual incremental costs associated with the development of each of the three program
segments. Additionally, the Board directed that implementation of the program segments would
be subject to prior Board review and approval of the TOU rates and tariffs associated with the
program. The Board further directed the Company to work with Board Staff and the RPA on any
other changes or modifications that might be necessary to the EICN pilot program.

Pursuant to the August 24, 2004 Order, on November 12, 2004, PSE&G filed for-approval of

tariff sheets and supporting documentation associated with the EICN. At this point, the EICN
became known as the PSE&G “myPower” pilot programs and were designated as follows:
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(1) Time Of Use/Critical Peak Pricing Education Only (TOU/CPP) became known as
myPower Sense; :

(2) The load management Day-Ahead Hourly Pricing (DAP) program became known as
myPower Manager; and

(3) The technology program, TOU/CPP Technology Enabled, became known as
myPower Connection. : :

On March 18, 2005 PSE&G filed proposed enhancements to its current air conditioning cycling
program through another segment of the myPower pilot program known as myPower Link.
Additionally, as a result of discussions with Staff and the RPA, on July 21, 2005, the Company
modified its original tariff filing and submitted an alternative, less complex TOU/CPP rate
structure and tariff for the Board'’s review and approval. .

On August 1, 2005, the Board approved the modified PSE&G Time Of Use (TOU) rate
(myPower Sense and myPower Connection), the Day Ahead Pricing (DAP) BGS rate structure
(myPower Manager), and the Residential Service Pilot (RSP) rate schedule.

On September 29, 2005, the Company notified Board Staff and the RPA concerning a potential
price exposure for those customers that enroll in the myPower Manager segment. Essentially,
because of the high level of PJM hourly energy pricing, especially in the summer peak times,
compared to the BGS Auction price, PSE&G realized that participants in the myPower Manager
pilot would see an increase in their monthly bills regardless of whether they shifted their usage
to the off-peak, and therefore the purposes of the program would clearly be thwarted.
Additionally, customers in the myPower Manager pilot would further be harmed because the
Company includes the recovery of generation and transmission obligation costs through an
arbitrary flat 10 cents per kwh adder to all summer weekday afternoon hourly energy rates
between 1pm and 6 pm. Censequently, cystomers volunteering to participate in this voluntary
program intended to reward them for curbing their energy usage during peak times would in fact
likely pay more.

To address this problem, on October 13, 2005, the Company circulated to BPU Staff and the
Ratepayer Advocate a document containing various pricing options for the myPower Manager
Day Ahead Pricing segment. Despite several conferences between the Staff, the RPA and the
Company, the three parties could not agree on an acceptable modification to the myPower
Manager segment.

On February 2, 2006, the Company filed a Motion to modify its tariff pages for the myPower
Manager segment by introducing two adjustment factors to the day ahead hourly rates that were
originally approved on August 1, 2005. Subsequently, the RPA filed its position in opposition.
The RPA recommended that the myPower Manager customers be transferred to the myPower

Connection segment.
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To date, PSE&G has completed meter installations for 218 myPower Connection customers- and
209 installations for the myPower Manager segment. The total target number of customers
necessary to complete the myPower Connection segment is 400. However, due to the
uncertainty regarding the pending Motion, PSE&G did not recruit additional myPower
Connection (or Manager) customers.

At the Board's April 12, 2006 Agenda meeting the Board determined that the myPower Manager
segment should be discontinued and conditionally approved Staff's recommendation that the
myPower Manager customers be transferred to the myPower Link air conditioning cycling
program. However, the Board directed Staff to follow up with the parties and attempt to build
consensus as to an appropriate resolution of this problem. Subsequently, the parties agreed
that the RPA’s recommendation would be the most appropriate. Accordingly, on April 18, 2006
PSE&G filed a request to allow it to transfer the myPower Manager customers to the myPower
Connection segment rather than the myPower Link segment.

DISCUSSION AND FINDINGS

As discussed in prior Orders in this docket, the Board continues to believe that cost-effective
opportunities should be provided to allow customers to positively impact the environment and to

save money through wise energy usage. The myPower pilot programs addressed herein
provide incentives to reduce energy consumption during peak demand and thereby decrease
emissions associated with peak electricity generation. Shifting energy consumption away from
critical peak periods can reduce the price of electricity, decrease transmission congestion and
thereby improve system reliability. In theory, when customers are given the tools to manage
their energy use, monthly electricity bills will be lowered, air quality is improved, overall service
reliability is greater and the need to construct more transmission and distribution lines is
lessened. This pilot should test these theories.

By expeditiously rendering a decision concerning the recently identified problem with
proceeding with the myPower Manager segment of the pilot, the Board seeks to ensure that the
entire pilot program begins this summer, beginning June 1, 2006, with the planned fully installed
complement of approximately 400 customers for the myPower Connection segment.

The customers that volunteered for the myPower Manager program agreed to sign-up for a time
varying electric supply pricing program. As asserted by both the Company and the RPA,
offering myPower Connection to these customers allows for the provision of a program that is
similar to what was marketed to them. Moreover, the Company has indicated that the
technology deployed in customers’ homes for the myPower Manager provides the full
functionality that is required for myPower Connection. Finally, it should also be noted that with
the Summer of 2006 fast approaching, transferring the myPower Manager customers to
myPower Connection avoids the cost to recruit additional customers and install technology for
the additional myPower Connection customers to achieve the 400 customer enroliment target.

The Board appreciates the efforts of the parties to come to an.amicable resolution to ’ghe '
problems discussed herein. In light of the foregoing, the Board HEREBY MODIFIES its April 12,
2006 oral decision and HEREBY ORDERS that the myPower Manager pilot be discontinued
and all myPower Manager customers be transferred to the myPower Connection pilot.
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The Board em;ihasizes that adequate consumer education is heéessary for the Success of this-
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